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ACTION:  Notice  of  proposed  rulemak¬ 
ing. 

SUMMARY:  This  regulation  is  pro¬ 
posed  to  amend  the  Notice  of  Pro¬ 
posed  Rulemaking  for  the  guaranteed 
student  loan  program  (GSLP)  that 
was  previously  published  in  the  Feder¬ 
al  Register  on  April  5,  1978.  The 
amendment  would  add  to  the  proposed 
regulation  the  refund  policy  require¬ 
ments  of  the  currently  effective  regu¬ 
lations  for  the  GSUP.  This  amend¬ 
ment  is  necessary  to  insure  that  there 
is  no  lapse  in  the  effectiveness  of  the 
requirement  that  an  educational  insti¬ 
tution  participating  in  the  GSLP  must 
have  a  refund  policy.  The  GSLP  is  au¬ 
thorized  by  Title  IV,  Part  B,  of  the 
Higher  Education  Act  of  1965,  as 
amended. 

DATE:  Comments  must  be  received  on 
or  before  September  5, 1978, 

ADDRESS:  Comments  must  be  ad¬ 
dressed  to  Miss  Patricia  Hopson,  Guar¬ 
anteed  Student  Loan  Branch,  DPPD, 
Bureau  of  Student  Financial  Assist¬ 
ance,  Office  of  Education,  400  Mary¬ 
land  Avenue  SW.,  Washington,  D.C. 
20202.  Comments  will  be  available  for 
public  inspection  at  the  GSA  Building, 
7th  and  D  Streets  SW.,  Room  4642,  be¬ 
tween  9  a.m.  and  3:30  p.m.,  Monday 
through  Friday,  except  on  Federal 
holidays. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Mr,  David  C.  Bayer,  202-472-2765. 

SUPPLEMENTARY  INFORMATION: 
On  Apr.  5,  1978,  the  Office  of  Educa¬ 
tion  published  proposed  regulations 
for  the  guaranteed  student  loan  pro¬ 
gram  (GSLP)  in  the  P^eral  Register 
(43  FR  14376  et  seq.).  The  notice  of 
proposed  rulemaking  stated  that  a  sec¬ 
tion  of  the  currently  effective  regula¬ 
tions  for  the  GSLP  relating  to  stand¬ 
ards  for  refunds  to  students  (45  CFR 
177.63)  was  not  included  in  the  pro¬ 
posed  regulation  package  because  the 
provision  was  being  incorporated  into 
regulations  which  were  to  apply  to  all 
student  financial  assistance  programs 
authorized  by  Title  IV  of  the  Higher 
Education  Act  of  1965,  as  amended. 
This  decision  was  made  because  the 
Education  Amendents  of  1976  (Pub.  L. 
94-482)  directed  the  Office  of  Educa¬ 
tion  to  issue  a  comprehensive  revision 
of  the  regulations  for  the  GSLP  which 
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were  authorized  by  former  section  438 
of  the  Higher  Education  Act  (now  in¬ 
corporated  into  section  497A  in  a 
slightly  different  format)  to  make 
them  applicable  to  all  Title  IV  pro¬ 
grams.  The  existing  refund  regulation 
is  based,  in  part,  on  the  authority  con¬ 
tained  in  that  section. 

The  Office  of  Education  is  still  in 
the  process  of  considering  to  what 
extent  the  refund  regulation  for  the 
GSLP  should  be  modified  to  make  it 
applicable  to  all  the  student  financial 
assistance  programs  in  Title  LV.  The 
Office  of  Education  will  submit  its 
proposed  modifications  for  public  com¬ 
ment  in  accordance  with  required  rule- 
making  procedures.  It  is  probable  that 
this  procedure  will  not  be  completed 
prior  to  the  publication  of  a  final  regu¬ 
lation  for  the  guaranteed  student  loan 
program.  Since  the  proposed  regula¬ 
tion  for  the  06LP  did  not  contain  a 
section  on  refvmd  policy,  educational 
institutions  participating  in  the  GSLP 
would  not  be  required  to  have  a 
refund  policy  if  the  current  proposed 
GSLP  regulation  were  published  in 
final  prior  to  the  publication  of  a 
refund  regulation  applicable  to  all 
Title  IV  programs. 

The  proposed  regulation  requires 
educational  institutions  to  have  a 
refund  policy  and  to  allocate  a  portion 
of  the  refund  to  the  student’s  guaran¬ 
teed  student  loan.  In  essence,  these  re¬ 
quirements  will  result  in  a  payment  to 
the  lender  of  a  portion  of  the  stu¬ 
dent’s  refund.  In  cases  in  which  the 
student  subsequently  defaults  on  the 
loan  (and  students  who  drop  out  of 
school  and  are  owed  a  refund  are  more 
likely  to  default  on  a  loan  than  stu¬ 
dents  who  complete  their  period  of  en¬ 
rollment),  the  amount  of  the  insur¬ 
ance  payment  to  the  lender  will  be 
less.  The  amount  of  interest  benefits 
and  special  allowances  paid  by  the 
Office  of  Education  will  also  be  re¬ 
duced  because  the  outstanding  princi¬ 
pal  balance  on  the  loan,  on  which 
these  amounts  are  calculated,  is  re¬ 
duced  by  the  refund  payment  to  the 
lender.  The  Office  of  Education  also 
believes  that  an  educational  institu¬ 
tion’s  refund  policy  is  an  important  in¬ 
dicator  of  the  school’s  financial  re¬ 
sponsibility  and  also  of  its  capability 
to  participate  in  the  GSLP. 

The  Office  of  Education  finds  it  un¬ 
acceptable  to  have  a  lapse  in  the  effec¬ 
tiveness  of  a  requirement  that  an  edu¬ 
cational  institution  participating  in 
the  GSLP  must  have  a  fair  and  equita¬ 
ble  refund  policy.  Therefore,  the 
Office  of  Education  is  amending  the 
notice  of  proposed  rulemaking  for  the 
GSLP  to  include  the  refund  require¬ 
ment  which  is  currently  in  effect  for 
the  GSLP.  Only  minor  technical 
changes  have  been  made  to  conform 
this  regulation  to  the  style  found  in 
the  recently  published  notice  of  pro¬ 
posed  rulemaking. 


The  publication  of  this  amendment 
will  allow  time  for  the  Office  of  Edu¬ 
cation  to  conduct  an  in-depth  review 
of  the  question  of  how  the  GSLP  regu¬ 
lation  should  be  modified  to  make  it 
applicable  to  all  Title  IV  programs.  We 
note  that  the  current  GSLP  regula¬ 
tion  does  not  contain  exact  refund 
policy  criteria.  The  regulation  simply 
states  that  an  educational  institution 
must  have  a  fair  and  equitable  refund 
policy,  and  then  lists  several  general 
factors  which  will  be  taken  into  con¬ 
sideration  in  determining  whether  an 
educational  institution’s  refund  policy 
is  fair  and  equitable. 

The  notice  of  proposed  rulemaking 
published  on  Apr.  5,  1978,  contained  a 
§  177.17  refunds,  that  dealt  solely  with 
the  treatment  by  an  educational  insti¬ 
tution  and  by  a  lender  of  that  portion 
of  a  refund  to  a  student  that  is  deter¬ 
mined  to  be  allocable  to  the  guaran¬ 
teed  student  loan,  the  policy  contained 
in  proposed  §  177.17  differed  from  the 
policy  in  the  currently  effective  regu¬ 
lations  for  the  GSLP  (found  in  the 
last  two  sentences  of  §  177.63(e)  of  the 
current  regulations).  This  amendment 
to  the  notice  of  proposed  rulemaking 
incorporates  the  policy  proposed  in 
the  April  5  publication  on  the  treat¬ 
ment  of  refunds  by  schools  and  lend¬ 
ers. 

Interested  persons  are  encouraged  to 
review  the  proposed  amendment  and 
to  communicate  their  comments  and 
suggestions.  Persons  who  have  already 
submitted  their  comments  on  the 
treatment  of  refunds  (as  proposed  in 
§  177.17  of  the  April  5  proposed  regula¬ 
tions)  need  not  resubmit  their  views 
on  §  177.17  (f)  and  (g)  of  this  amend¬ 
ment.  Any  person  may  submit  new 
comments  on  that  topic,  as  well  as  on 
any  other  portion  of  this  amendment. 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.460,  Guaranteed  Student  Loan  Program.) 

Dated;  June  20, 1978. 

Ernest  L.  Boyer, 

U.S.  Commissioner  of  Education. 

Approved:  July  10, 1978. 

Joseph  A.  Califano,  Jr., 
Secretary  of  Health, 
Education,  and  Welfare. 

Accordingly,  45  CFR  Part  177  is  pro¬ 
posed  to  be  amended  in  two  sections. 

1.  Section  177.17  is  proposed  to  be 
revised  to  read  as  follows: 

§177.17  Refunds. 

(a)  Each  participating  school  must 
establish  a  fair  and  equitable  refund 
policy,  under  which  it  will  make  a 
refund  of  unearned  tuition,  required 
fees,  and,  if  paid  to  the  institution, 
room  and  board  charges  to  a  student 
who  receives  a  loan  under  this  Part 
and  who  does  not  matriculate  or  who 
otherwise  does  not  complete  the 
period  of  study  for  which  the  loan  was 
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advanced.  The  school  must  make  its 
policy  (including  the  procedure  for  ob¬ 
taining  a  refund)  known  in  writing  to 
the  student  prior  to  his  or  her  initial 
acceptance  for  enrollment  at  the 
school  and  prior  to  each  academic  year 
in  which  he  or  she  enrolls  thereafter. 

(b)  In  determining  whether  a  refund 
policy  is  fair  and  equitable,  the  Com¬ 
missioner  will  consider  the  following 
factors: 

(1)  Whether  the  refund  policy  takes 
into  consideration  the  period  for 
which  tuition  and  other  required  fees 
and  room  and  board  charges  were 
paid; 

(2)  Whether  the  refund  policy  takes 
into  consideration  the  length  of  time 
the  student  was  enrolled  at  the  school; 

(3)  Whether  the  refund  policy  takes 
into  consideration  the  kind  and 
amount  of  instruction,  equipment,  and 
other  services  provided  over  the  peri¬ 
ods  described  in  paragraphs  (b)(1)  and 
(2)  of  this  section; 

(4)  Whether  the  refund  policy  pro¬ 
duces  refunds  in  reasonable  and  equi¬ 
table  amounts  when  the  consider¬ 
ations  described  in  paragraphs  (b)  (2) 
and  (3)  of  this  section  are  compared 
with  that  described  in  paragraph 
(b)(1)  of  this  section.  However,  a 
school  may  retain  reasonable  fees,  not 
to  exceed  $100,  for  the  period  for 
which  tuition  and  other  fees  were  re¬ 
quired,  in  order  to  cover  application, 
enrollment,  registration,  and  other 
similar  charges; 

(5)  Whether  the  refund  policy  of  the 
school  is  mandated  by  State  law;  and 

(6)  Whether,  in  the  case  of  an  ac¬ 
credited  school,  the  Commissioner  has 
approved  the  refund  policy  require¬ 
ments  of  the  pertinent  accrediting 
body. 

(c)  For  purposes  of  this  section,  the 
date  on  which  a  student’s  period  of  en¬ 
rollment  will  be  considered  to  have 
ended  will  be: 

(1)  In  the  case  of  an  institution  of 
higher  education,  the  date  on  which 
the  student  notifies  the  institution  of 
his  or  her  withdrawal  or  the  date  on 
which  the  institution  determines  that 
the  student  has  withdrawn,  whichever 
is  earlier: 

(2)  In  the  case  of  a  vocational  school 
(other  than  a  program  of  study  by  cor¬ 
respondence),  the  date  on  which  the 
student  notifies  the  school  of  his  or 
her  withdrawal  or  the  date  of  the  ex¬ 
piration  of  a  thirty  day  period  during 
which  the  student  does  not  attend  any 
classes  or  submit  any  assignments. 


whichever  occurs  first.  A  school  in  this 
category  may,  however,  upon  a  stu¬ 
dent’s  written  request,  grant  a  leave  of 
absence  not  to  exceed  60  days.  In  that 
case,  if  the  student  does  not  return  to 
his  or  her  classes  or  scheduled  assign¬ 
ments  at  the  expiration  of  the  leave  of 
absence,  the  date  of  withdrawal  will  be 
considered  to  be  the  first  day  of  the 
approved  leave  of  absence.  However,  in 
determining  th^  amount  of  a  refund 
due  that  student,  the  school  may  con¬ 
sider  the  costs  of  any  services  actually 
provided  to  the  student  during  the 
leave  of  absence.  Except  as  approved - 
by  the  Commissioner,  only  one  leave 
of  absence  may  be  granted  to  a  stu¬ 
dent; 

(3)  In  the  case  of  a  program  of  study 
by  correspondence,  sixty  days  after 
the  due  date  of  a  required  lesson 
which  the  student  has  failed  to 
submit,  unless  the  student,  within  the 
sixty  day  period,  notifies  the  school  in 
writing  that  he  or  she  is  not  withdraw¬ 
ing.  For  purposes  of  this  section  and 
177.58(a),  each  school  having  a  course 
of  study  by  correspondence  must  es¬ 
tablish  a  schedule  of  the  number  of 
lessons  in  the  course,  the  intervals  at 
which  lessons  are  to  be  submitted,  the 
date  by  which  the  course  is  to  be  com¬ 
pleted  for  purposes  of  this  Part,  and 
the  period  of  time  within  which  any 
resident  training  must  be  completed. 
The  schedule  must  conform  to  the  re¬ 
quirements  set  forth  in  paragraph  (2) 
of  the  definition  of  “vocational 
school’’  in  §  177.11,  and  it  must  be  fur¬ 
nished  to  the  student  prior  to  his  or 
her  enrollment. 

(d)  Each  participating  school  must 
make  each  refund  which  is  due  under 
this  part  within  40  days  after  the  date 
on  which  the  student’s  period  of  en¬ 
rollment  has  ended.  However,  in  the 
case  of  a  student  whose  enrollment  is 
considered  to  have  ended  on  the  first 
day  of  a  leave  of  absence,  the  refund 
must  be  made  within  40  days  of  the 
last  day  of  that  leave  of  absence. 

(e)  In  determining  what  portion  of  a 
refund  which  is  due  under  this  Part 
must  be  payable  to  the  student,  the 
school  must  make  provision  for  the 
refund  requirements  of  other  forms  of 
financial  assistance  which  the  student 
has  received.  In  order  to  assure  that 
an  equitable  portion  of  the  refund  is 
allocated  to  the  loan  made  under  this 
Part,  the  amount  of  the  refund  attrib¬ 
utable  to  that  loan  must  not  be  less 
than  an  amount  which  bears  the  same 
ration  to  the  total  amount  of  the 


refund  as  the  amount  of  that  loan 
bears  to  the  amount  determined  by 
the  school  to  be  the  cost  of  education 
for  that  student  at  that  school  for  the 
period  of  enrollment  for  which  the 
loan  was  made. 

(f)  Treatment  by  schools.  A  partici¬ 
pating  school  must  pay  that  portion  of 
a  refund  that  is  allocable  to  a  loan 
under  this  Part  directly  to  the  original 
lender  (or  to  a  subsequent  holder  of 
the  loan  note,  if  the  school  has  knowl¬ 
edge  of  its  identity).  The  school  must 
also  provide  contemporaneous  written 
notice  to  the  borrower  that  it  is  doing 
so.  By  applying  for  a  loan  under  this 
Part  a  student  will  be  considered  to 
have  authorized  the  participating 
school  to  pay  that  amount  to  the 
lender  or  subsequent  holder. 

(g)  Treatment  by  lenders.  (1)  A 
holder  of  a  loan  made  under  this  Part 
must  treat  a  payment  received  from  a 
participating  school  under  this  section 
(representing  that  portion  of  a  refund 
from  the  school  to  a  borrower  which  is 
allocable  to  the  loan)  as  a  downward 
adjustment  in  the  amount  of  the  prin¬ 
cipal  amount  of  the  loan. 

(2)  If  a  lender  receives  a  payment 
from  a  participating  school  which  rep¬ 
resents  the  portion  of  a  refund  from 
the  school  to  a  borrower  which  is  allo¬ 
cable  to  a  loan  made  or  previously 
held  by  the  lender,  but  no  longer  held 
by  that  lender,  the  lender  must  trans¬ 
mit  the  amount  of  that  payment  to 
the  party  to  whom  it  transferred  or  as¬ 
signed  the  loan,  together  with  an  ex¬ 
planation  as  to  its  source.  The  lender 
must  provide  contemporaneous  writ¬ 
ten  notice  to  the  borrower  of  the 
transmission  of  this  amount. 

(h)  In  the  event  of  the  closure,  ter¬ 
mination,  suspension  or  change  of 
ownership  of  a  participating  school, 
the  school  or  its  successors  must  make 
provision  for  compliance  with  the  re¬ 
quirements  of  this  section  with  regard 
to  refunds  which  are  due  or  may 
become  due  for  students  who  obtained 
loans  under  this  Part  for  periods  of  at¬ 
tendance  at  the  school  prior  to  its 
change  in  status. 

(20  U.S.C.  1082: 1088f-l(a)(2).) 

§177.58  [Amended] 

2.  In  the  third  sentence  of 
§  177.58(a),  strike  the  phrases  “by  Part 
168”  and  “under  Part  168”  where  they 
appear,  and  substitute  the  phrase  “by 
§  177.17(c)(3)”. 

[FR  Doc.  78-19759  Filed  7-18-78:  8:45  am] 
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